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Topics for Today

• Quick overview of economic and banking conditions

• Risks to growth
– Europe
– Potential for fiscal and monetary mistakes

• Lessons learned for the markets

• Lessons learned for bank directors
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Characteristics of Post-Crisis Environments

• Lengthy period of economic underperformance

• Substantial financial sector losses

• Sharp contractions in credit availability

• Sovereign risk elevated

3



4



5



6



Lessons Learned for Financial Markets

• Expect the unexpected
• Sovereign risks are slow to be recognized, but 

sentiment can turn quickly
• US may have less time than currently recognized to 

address fiscal challenges
• Beware of excessive leverage
• Banking sectors that are too big in relation to their 

economies pose serious risks to sovereigns
• Central banks are not risk-free either
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Key Challenges for Bank Risk Management in the 
Current Environment

– Developing an awareness of how the external 
environment is changing

– Understanding the current and potential impact 
on all aspects of the bank.

– Acting to reduce risk when necessary 
(disappointing your shareholders if necessary)
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Responsibilities of Boards for Risk Governance

• Accountability for risk management should be a 
priority for the whole institution.  

• CEO owns the risk.  Board has an essential oversight 
role

• Board should oversee all risk processes – including: 
understanding, awareness, acting.
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Thank You!
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